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SUMMARY 

Agriculture  is  an  industry  that  requires  relatively  large  amounts  of  real 
and  personal  property  and  is,  therefore,  vulnerable  to  the  levying  of  property 
taxes.  In  contrast  to  real  property,  which  is  taxed  in  all  50  States,  the  tax 
treatment  accorded  to  personal  property  varies  widely  from  State  to  State. 

As  far  as  tangible  personal  property  used  in  agriculture  is  concerned, 
tax  differences  range  from  complete  exemption  In  four  States  to  complete 
inclusion  on  the  tax  roll  in  seven  States.  Between  these  extremes  are  States 
which  exempt  some,  but  not  all,  tangible  farm  property  from  taxation.  Again, 
there  is  considerable  variation  among  the  States  as  to  exactly  what  is  exempted 
and  how  the  exemption  is  granted. 

In  addition,  there  are  administrative  differences  which  affect  the  amount 
of  taxes  levied.  In  many  States  all  taxable  property  is  supposed  to  be  listed 
at  full  or  market  value j  then  one  general  tax  rate  is  determined  and  this  rate 
is  levied  upon  these  listed  values.  Thus,  the  tax  represents  the  same  propor- 
tion of  the  value  of  every  item.  However,  in  several  States  variations  in 
this  procedure  result  in  different  items  being  taxed  at  differing  rates. 

Knowledge  of  what  other  States  are  doing  may  be  useful  to  those  farmers 
wishing  to  modify  their  own  tax  laws.  Projections  of  recent  trends  indicate 
that  farms  will  require  even  larger  amounts  of  tangible  personal  property  such 
as  machinery  in  the  future  and  will  be  even  more  vulnerable  to  property  taxes 
than  they  are  now.  However,  in  light  of  recent  studies  suggesting  that  State 
and  local  governments  will  require  larger  revenues  in  the  future  than  they  are 
now  raising,  any  proposals  to  modify  existing  tax  laws  must  consider  the 
effects  of  the  change  upon  these  governments'  finances. 
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INTRODUCTION 

There  are  wide  differences  in  the  tax  structures  employed  in  the  different 
States  to  finance  State  and  local  government  activities.  For  example,  individ- 
ual income  taxes  are  used  by  3h   State  governments,  and  sales  taxes  by  37;  22 
States  use  both  measures.  These  taxes  are  also  used  by  local  governments  in 
several  States. 

The  differences  in  State  tax  structures  extend  beyond  the  choice  of  what 
taxes  to  use  to  differences  in  the  taxes  themselves.  Thus,  property  is  taxed 
in  all  50  States  but  in  no  2  States  are  the  property  tax  laws  identical.  The 
result  is  that  the  tax  treatment  accorded  to  different  kinds  of  property  varies 
from  State  to  State,  and  from  one  locality  to  another  within  many  States.  Al- 
though every  State  has  made  provision  for  the  exemption  of  some  property  from 
the  tax  roll,  there  is  considerable  variation  among  the  States,  as  well  as  among 
different  local  governments  within  any  State,  as  to  what  is  actually  exempted. 
A  few  States  have  exempted  personal  property  entirely,  but  the  majority  continue 
to  tax  some  categories. 

Agriculture  requires  large  amounts  of  such  property  as  land  and  machinery. 
In  recent  years,  the  trend  has  been  toward  ever- increasing  investment  per  farm, 
with  the  result  that  farms  are  becoming  more  vulnerable  to  property  taxes.  The 
usefulness  of  interstate  comparisons  of  property  tax  laws  lies  in  the  fact  that 
"clearly  desirable  modifications  in  one's  own  procedures  may  actually  be  demon- 
strated in  everyday  practice  just  across  the  State  boundary"  (2).  1/ 

While  there  have  been  numerous  studies  concerning  the  taxation  of  farm  real 
estate,  little  information  is  available  concerning  the  taxation  of  farm  personal 
property.  It  is  the  object  of  this  report  to  describe  how  the  various  States 
tax  tangible  personal  property  used  in  agriculture.   Consideration  is  also 
given  to  the  contribution  made  by  these  levies  for  the  support  of  State  and 
local  governments. 


1/  Underscored  numbers  in  parentheses  refer  to  Literature  Cited,  page  16. 


TAXABLE  PERSONAL  PROPERTY 

In  general,  the  property  tax,  as  found  in  the  United  States,  is  based  upon 
the  principle  that  all  real  and  personal  property  is  subject  to  taxation  unless 
expressly  exempt.  2/     Attention  is,  therefore,  directed  to  the  exemptions 
granted  by  the  various  States  as  they  relate  to  the  following  categories  of 
tangible  personal  property  used  in  agriculture: 

(1)  Farm  tools  and  machinery; 

(2)  Livestock; 

(3)  Poultry; 

(li)  Growing  crops; 

(5)  Stored  crops  and  seed; 

(6)  Tractors;  and 

(7)  Farm  trucks  and  automobiles  used  in  production. 

There  is  considerable  variation  among  the  individual  States  regarding  ex- 
emptions (table  l) .  Delaware,  Hawaii,  and  New  York  confine  their  property 
taxes  to  real  property.  Pennsylvania  taxes  only  real  property,  except  for  cer- 
tain intangible  personal  property.  Alaska  permits  real  and  personal  property 
located  within  the  corporate  limits  of  a  municipality  to  be  taxed.  Farm  prop- 
erty located  outside  of  these  municipalities  is  therefore  exempt. 

At  the  other  extreme,  seven  States  do  not  exempt  any  of  the  seven  categories 
listed  above.  These  are  Rhode  Island,  Illinois,  Missouri,  Virginia,  Arkansas, 
Montana,  and  Nevada. 

The  tax  status  of  farm  personal  property  in  remaining  States  is  not  so 
clearly  defined.  Seven  States  completely  exempt  farm  machinery  and  tools,  and 
10  others  grant  partial  exemptions.  In  six  of  these  States  the  exemptions  are 
subject  to  a  dollar  limitation,  ranging  from  a  maximum  of  $300  in  Iowa  up  to  a 
$3,000  limit  in  Connecticut.  Kentucky  exempts  farm  machinery  and  tools  from 
all  local  property  taxes  but  not  from  State  levies.  In  North  Dakota  part  of 
the  value  of  farm  machinery  on  which  a  sales  or  use  tax  was  paid  is  exempted  in 
the  first  year  after  purchase. 

Seven  States  do  not  tax  livestock  while  17  grant  partial  exemptions  through 
varying  methods.  Wisconsin  completely  excuses  certain  animals  (horses  and 
mules) .  Similarly,  Texas  exempts  buffalo  and  cattalo  when  they  are  used  for 
breeding  experiments  or  kept  in  parks. 


2/  In  contrast  to  this  all-inclusive  clause,  six  States  -  Maryland,  Missouri, 
New  Hampshire,  Ohio,  Utah,  and  Virginia  -  list  the  classes  of  property  which 
are  subject  to  taxation.  However,  Maryland,  Missouri,  Utah,  and  Virginia  list 
the  classes  in  terms  broad  enough  to  include  all  tangible  personal  property, 
and  so  do  not  differ  from  the  majority.   Ohio  and  New  Hampshire  are  more 
specific  as  to  what  is  taxable.  New  Hampshire  lists  the  items  included  on  the 
tax  roll  while  Ohio  taxes  all  tangible  personal  property  located  and  used  in 
business  in  Ohio. 


Table  1. — Exemptions  of  tangible  personal  property  used  in  agriculture  from 
State  and  local  property  taxes,  kk   States,  I960 

^/Ehode  Island,  Illinois,  Missouri,  Arkansas,  Montana,  and  Nevada  are  not 
included  because  they  exempt  none  of  the  seven  categories  of  property 
given  in  the  table/'' 


State  and  region,  and 
type  of  property 

:                 Exemptions 

Northeast: 
Maine: 

Farm  machinery 

and     : 

TT+,  p-n  o -i  "1  o 

Mules  and  horses  less  than  6  months  old;  neat  cat- 
:   tie  less  than  18  months  old;  10  swine:  all  kids 
less  than  1  year  old;  colts  of  the  draught  type 
:  less  than  3  years  old;  all  lambs  less  than  1  year 
:   old;  35>  goats 

First  50  domestic  fowl 

Hay,  grain,  orchard  products  and  wool  owned  and  in 
possession  of  producer 

Excise  in  lieu  of  property  tax 

Excise  in  lieu  of  property  tax 

Purebred  registered  sires;  horses,  asses,  mules, 
:   oxen  and  other  neat  stock  under  2k   months  old; 
:   sheep,  goats  under  1  year  old;  hogs  under  6 
:   months;  2  hogs,  2  goats  per  family 

Up  to  $5>0  and  less  than  k   months  old 

All 

Stored  crops  and  seed — 

New  Hampshire: 

All 

Vermont : 

Farm  machinery 

and 

•  All 

Livestock 



:  Sheep,  cattle,  goats,  horses,  swine  under  k   months 
:   old  on  April  1 

$^0  plus  fowl  and  baby  chicks  under  1  month  on 
:   April  1 

Hay  and  produce  sufficient  to  winter  stock 

All 

Stored  crops  and  seed — 

Trucks 

Massachusetts: 
Farm  machinery 

and 

:  All 

:  Utensils  completely  exempt;  machinery  to  $1,000 

Mules,  horses,  neat  cattle  under  1  year;  goats 
:   less  than  6  months  old;  all  other  animals  subject 
:   to  excise  of  $5  per  $1,000.  Excise  in  lieu  of 
:  property  tax 

:  Domestic  fowl  not  exceeding  $15  in  value 
;  Excise  in  lieu  of  property  tax 
:                                  -Continued 

Table  1. — Exemptions  of  tangible  personal  property  used  in  agriculture  from 
State  and  local  property  taxes,  kh   States,  I960  -Continued 


State  and  region,  and 
type  of  property 

:                 Exemptions 

Northeast:   -Continued 

Connecticut:            : 
Farm  machinery  and     : 

To  $3,000 
All 
All 
All 

All.   No  personal  property  tax 

All 

Excise  in  lieu  of  property  tax 

Excise  in  lieu  of  property  tax 

All.   No  personal  property  tax 

All.  No  personal  property  tax 

$1,500 

Feeder  stock  in  Wicomico  County 

Chickens  under  6  months  old  and  not  kept  for 

reproductive  purposes 
All.  Greenhouse  produce  not  exempt 
All 
:  All 

:  $1,000.   In  landlord-tenant  situation,  each  indi- 
vidual has  $1,000  exemption  on  individually 
:   owned  personal  property 
Mules,  horses  and  cattle  under  1  year  old;  swine 

under  6  months  old 
Excise  in  lieu  of  property  tax 

:  All 

Farm  animals  and  fur-bearing  animals  under  k 
months  old;  all  horses  and  mules 

All 

All 

Grain  held  for  sale  taxed;  exempted  if  used  for 
:  animal  feed 

New  York: 

All  seven  categories 

New  Jersey: 

Pennsylvania : 

All  seven  categories — - 
Delaware: 

All  seven  categories 

Maryland: 

Farm  machinery  and 

Stored  crops  and  seed — : 

Lake  States:             ! 
Michigan: 

Farm  machinery  and 

Wisconsin: 

Farm  machinery  and 

Stored  crops  and  seed — • 

Table  1. — Exemptions  of  tangible  personal  property  used  in  agriculture  from 
State  and  local  property  taxes,  J4I4.  States,  I960  -Continued 


State  and  region,  and 
type  of  property 

:                  Exemptions 

Lakes  States: 

Wisconsin:   -Continued   : 

All 

Excise  in  lieu  of  property  tax 

All 

Grain  in  hands  of  producer 

Excise  in  lieu  of  property  tax 

$100 

All 

If  subject  to  control  of  United  States  and  can  be 

shipped  on  order  of  U.  S.  Government;  taxable  if 

farmer  retains  title 
Excise  in  lieu  of  property  tax 

With  respect  to  nursery  and  florist  stocks  the 
exemption  is  limited  to  commercially  planted 
:   crops 

$300 

Swine  and  sheep  under  9  months  and  all  other  live- 
stock and  fur-bearing  animals  under  1  year  old 
All 
All 

All.  First  year  including  wool  shorn  in  that 
:   period 
Excise  in  lieu  of  property  tax 

Part  of  the  value  of  new  farm  machinery  on  which  a 

sales  tax  has  been  paid 
All 
Excise  in  lieu  of  property  tax 

All 

Excise  in  lieu  of  property  tax 

Excise  in  lieu  of  property  tax 

Minnesota: 

Stored  crops  and  seed — : 

Corn  Belt: 
Ohio : 

Stored  crops  and  seed — : 

Indiana :                : 

Iowa : 

Farm  machinery  and     : 

Stored  crops  and  seed — : 

Northern  Plains:          : 
North  Dakota: 

Farm  machinery  and 

Stored  crops  and  seed — : 

South  Dakota: 

Stored  crops  and  seed — 
Trucks : 

Table  1. — Exemptions  of  tangible  personal  property  used  in  agriculture  from 
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State  and  region,  and 
type  of  property 

:                 Exemptions 

Northern  Plains:  -Continued  : 

Nebraska:               ; 

Stored  crops  and  seed — : 

Excise  tax  on  all  crops  produced  or  handled  in 

State  during  preceding  calendar  year;  crops  re- 

moved from  the  State  immediately  after  the 

harvest  are  exempt 

Excise  in  lieu  of  property  tax 

Kansas : 

Less  than  6  months  old 

Excise  in  lieu  of  property  tax 

Stored  crops  and  seed--: 

Appalachian: 

Virginia : 

Property  subject  to  local  taxation  is  exempt  from 

:  State  levies.  All  seven  categories  can  be  taxed 

:  locally  and  are  thus  exempted  from  State  property 

:  taxes 

West  Virginia: 

Stored  crops  and  seed — : 

Feed  for  livestock  on  hand  at  the  beginning  of  the 

assessment  year 

North  Carolina: 

Farm  machinery,  tools,  • 

livestock  and  house- 

hold personal  property 

$300 

Growing  crops — 

All 

Stored  crops  and  seed — 

One  year 

Kentucky : 

Farm  machinery  and 

Subject  to  State  taxes  only 

Subject  to  State  taxes  only 

Subject  to  State  taxes  only;  2£  domestic  fowl 

:  completely  exempt 

All 

Stored  crops  and  seed — 

All.  Unmanufactured  agricultural  products  on  which 

:  Federal  loans  are  granted  are  exempt  from  State 

:  taxes;  crops  grown  in  year  of  assessment  and  in 

:  hands  of  producer  are  exempt 

Subject  to  State  taxes  only 

Tennessee: 

All 

Stored  crops  and  seed — 

•  All 

Southeast: 

South  Carolina: 

All 

Stored  crops  and  seed — 

All 

Table  1. — Exemptions  of  tangible  personal  property  used  in  agriculture  from 
State  and  local  property  taxes ,   kh   States,  I960  -Continued 


State  and  region,  and 
type  of  property 

:                 Exemptions 

Southeast:   -Continued     : 

Georgia: 

Stored  crops  and  seed — : 

All.   One  year 

Florida: 

All 

Excise  in  lieu  of  property  tax 

Alabama: 

Farm  machinery  and 

$500 

All 

All 

All 

Stored  crops  and  seed — : 

All 

Delta  States: 

Mississippi: 

Farm  machinery  and     : 

All 
All 

Livestock : 

All 

Stored  crops  and  seed — : 

All.  Two  years  except  tax  of  1/5  of  1  percent  per 

pound  on  lint  cotton 

All.  If  used  exclusively  for  agricultural  purposes 

could  be  exempted  under  provisions  for  farm 

i   machinery  and  tools 

Louisiana: 

Farm  machinery  and     : 

tools ■ — : 

All.  If  used  exclusively  for  agricultural  pur- 

poses 

All 
All 

Poultry : 

All 

Stored  crops  and  seed — : 

All 

All 

May  be  taxed  by  municipalities  and  special  dis- 

tricts if  they  desire 

Southern  Plains:          : 

Oklahoma : 

$100  exemption  granted  to  head  of  family  for  live- 

:   stock  used  to  support  the  family 

All 

Stored  crops  and  seed — • 

All  grain  and  forage  needed  to  maintain  the  live- 

stock used  to  support  the  family  are  exempt  for 

:  one  year 

Trucks : 

Excise  in  lieu  of  property  tax 

Table  1. — Exemptions  of  tangible  personal  property  used  in  agriculture  from 
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State  and  region,  and 
type  of  property 

:                 Exemptions 

Southern  Plains:  -Continued  : 

Texas: 

Livestock : 

Buffalo  and  cattalo  (a  hybrid  between  bison  and 

domestic  cattle)  when  used  for  breeding  experi- 

ments or  kept  in  parks 

Growing  crops : 

All 

Stored  crops  and  seed — : 

All 

riounoain:                 ; 
Idaho : 

All 

Stored  crops  and  seed — : 

Assessment  canceled  if  product  sold  and  trans- 

ported or  shipped  on  or  before  April  30  of  the 

year  of  assessment 

Excise  in  lieu  of  property  tax 

Wyoming:               ; 

Trucks : 

Excise  in  lieu  of  property  tax 

Colorado: 

Livestock  and  stored 

crops  and  seed : 

Livestock  at  a  public  market  and  unprocessed 

:  agricultural  or  livestock  products  temporarily 

:   stored  for  hire  for  less  than  one  year  do  not 

:  require  taxable  situs 

Trucks : 

Excise  in  lieu  of  property  tax 

New  Mexico: 

Stored  crops  and  seed — 

All.   One  year 

Trucks : 

Excise  in  lieu  of  property  tax 

Arizona: 

Excise  in  lieu  of  property  tax 

Utah: 

Livestock : 

Livestock  fed  for  slaughter  or  removed  from  the 

:  State  before  June  1  are  assessed  at  a  fraction 

:  of  their  full  value 

Pacific: 

Washington: 

All 

Stored  crops  and  seed — : 

All.  Exempt  in  first  year  following  harvest. 

:  They  are  exempted  in  succeeding  years  if  shipped 

:  out  of  the  State  before  April  30 

Excise  in  lieu  of  property  tax 

Oregon: 

Livest  ock 

Exempt  if  shipped  before  May  1 

Exempt  if  shipped  before  May  1 

Growing  crops 

All 

Table  1. — Exemptions  of  tangible  personal  property  used  in  agriculture  from 
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State  and  region,  and 
type  of  property 

:                 Exemptions 

Pacific: 

Oregon:  -Continued 

Stored  crops  and  seed — : 
California : 

Assessment  canceled  if  unprocessed  products  are 
shipped  before  January  1  of  year  of  assessment 
Excise  in  lieu  of  property  tax 

t  All 
Excise  in  lieu  of  property  tax  on  baled  cotton 
All 
Excise  in  lieu  of  property  tax 

Stored  crops  and  seed — : 

Trucks ; 

Alaska: 

All  seven  categories : 

Hawaii: 

All.  Personal  property  outside  corporate  limits 
of  a  municipality  not  taxed 

All  seven  categories : 

All.  No  personal  property  tax 

Commerce  Clearing  House,  Inc.,  State  Tax  Reporter,  All  States. 


Several  States  exempt  a  portion  of  the  total  assessed  livestock  valuation. 
North  Carolina,  Oklahoma,  and  Ohio  apply  this  exemption  to  all  animals;  Connect- 
icut limits  it  to  swine.   Other  States  exempt  a  specified  total  number  of  listed 
animals,  or  certain  animals  if  they  have  not  attained  a  listed  age,  or  some 
combination  of  both  of  these  methods  (Maine  exempts  all  lambs  under  one  year, 
10  swine,  etc . ) . 

In  general,  States  that  exempt  livestock  also  exempt  poultry. 

Growing  crops  are  specifically  exempt  from  taxation  in  23  States.  The 
exemption  is  granted  in  two  ways.  Several  States  instruct  the  assessor  to 
place  a  value  on  farm  real  estate  without  any  reference  to  the  crops  that  are 
growing  there.   Others  have  constitutional  or  legislative  provisions  stating 
that  growing  crops  are  exempt.  In  those  States  in  which  this  item  is  not 
specifically  exempted  the  date  of  assessment  is  generally  set  in  a  period  of 
the  year  when  the  value  of  any  growing  crops  would  be  at  a  minimum.  3/ 


3/   Twenty-three  States  set  the  date  of  assessment  between  December  31  and 
May  1.  Arkansas  assesses  farm  crops  on  July  31;  Nevada  assesses  property 
between  July  1  and  December  31.  South  Carolina  assesses  most  property  on 
December  31*  but  corn,  cotton,  wheat,  oats,  rice,  peas,  and  long  forage  are 
assessed  on  August  1.  No  mention  is  made  as  to  whether  this  applies  to 
growing  crops,  stored  crops,  or  both. 


"When  the  crops  are  severed  from  the  land  they  attain  a  different  tax 
status.  Eighteen  States  do  not  grant  exemptions  while  17  completely  exempt 
them.  South  Dakota  and  Kansas  levy  other  taxes  in  place  of  property  taxes 
(henceforth  called  "in  lieu  taxes")  while  10  States  grant  partial  exemptions, 
by:   (a)  Specifically  listing  the  items  exempted;  (b)  exempting  animal  feed; 
or  (c)  providing  a  tax  rebate  if  the  crop  is  shipped  out  of  the  State  within  a 
specified  time  period.  Finally,  Nebraska  levies  an  excise  tax  in  lieu  of  any 
property  taxes  on  all  crops  produced  in  the  State.  Crops  shipped  out  of  the 
State  immediately  after  the  harvest  are  exempt  from  this  levy. 

Farm  trucks  and  tractors  are  taxed  in  a  larger  number  of  States  than  any 
of  the  other  items,  but  in  many  the  tax  takes  the  form  of  an  excise  rather  than 
an  ad  valorem  tax.  All  of  the  States  require  payment  of  license  fees  for 
trucks.  In  21  States  payment  of  these  fees  or  other  in  lieu  taxes  will  remove 
the  truck  from  the  tax  roll.  Six  States  do  not  tax  motor  vehicles  (apart  from 
registration  fees)  including  farm  trucks. 

Tractors  are  taxed  in  3h   States.  Eleven  States  exempt  them  and  New  Jersey 
and  Maine  require  other  payments  in  lieu  of  property  taxes.  Tractors  are 
exempt  from  local  taxes  in  Kentucky  but  are  taxed  by  the  State. 


PROPERTY  TAX  ADMINISTRATION 

The  primary  difficulty  in  administering  the  property  tax,  with  respect  to 
personal  as  well  as  real  property,  is  the  determination  of  a  value  upon  which 
to  levy  the  tax.  The  value  assessed  to  any  item  is  generally  the  price  the 
property  would  bring  in  a  fair  market  sale  between  a  willing  buyer  and  a 
willing  seller.  Some  States  require  that  all  property  on  the  tax  roll  be 
listed  at  some  fraction  of  this  figure.  Whether  all  the  taxable  property  is 
listed  at  full  market  value  or  some  fraction  thereof,  all  items  are  supposed  to 
be  treated  identically.  Thus,  once  the  tax  rate  is  determined,  it  is  levied  on 
all  taxable  property  and  the  sum  collected  represents  the  same  percentage  of 
the  full  value  of  every  item. 

Six  States  do  not  follow  this  general  procedure,  employing  in  its  place 
some  form  of  classification  of  property  for  tax  purposes,  h/     Classification 
of  property  is  not  a  new  tax  practice  in  the  United  States,  current  forms 
dating  back  to  the  post-Civil  War  period.  At  that  time,  a  number  of  States 
began  to  classify  property  because  of  certain  defects  that  became  apparent  when 
all  property  was  treated  identically  for  tax  purposes.  5/ 

The  aim  of  classification  is  to  permit  different  categories  of  property  to 
be  taxed  at  varying  rates.  This  is  achieved  in  several  ways.  West  Virginia 
lists  all  taxable  property  in  four  classes,  assesses  all  property  at  its  "true 
value,"  and  then  applies  differing  tax  rates  to  the  classes.  Tangible  personal 
property  used  in  agriculture  is  placed  in  Class  I  and  farm  real  estate  in  Class 
II.  The  tax  rate-s  are  limited  by  statute  to  $0.£0  per  $100  on  Class  I;  $1.00 


h/   New  Jersey,  Minnesota,  Montana,  Ohio,  Virginia,  and  West  Virginia. 

3y  For  a  comprehensive  discussion  of  the  classified  property  tax  see  Leland  (U) . 
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per  $100  on  Class  II;  $1.50  per  $100  on  Class  III;  and  $2.00  per  $100  on  Class 
IV. 

Virginia  permits  its  local  governments  to  classify  property  with  the  pur- 
pose of  imposing  varying  rates  of  tax.  Counties  receive  explicit  permission  to 
classify  farm  machinery,  tools,  or  livestock.   In  contrast  to  West  Virginia, 
classification  is  not  mandatory  but  is  left  to  the  discretion  of  the  unit 
concerned. 

Four  States  classify  property  by  having  the  various  categories  listed  at 
differing  percentages  of  their  full  value  and  then  imposing  one  overall  rate 
to  these  fractional  assessments  (table  2). 


Table  2. — Percentage  of  true  value  at  which  tangible  farm  property  is  assessed 
in  four  States  with  a  classified  property  tax,  I960  1/ 


Item 


Minnesota 


Montana 


New  Jersey 


Ohio 


Farm  machinery  and 
tools 

Livestock- 

Poultry 

Growing  crops 

Stored  crops  and 
seed 

Tractors 

Trucks 

Highest  listed  ratio — 
(All  classes  of 
property) 

Lowest  listed  ratio 

(All  classes  of 
property) 


Percent 
20 
20 
20 

3/  10 
20 
50 

10 


Percent 


20 


Percent 


2/  l/U  common 
level 

33-1/3  l/ii  common 
level 

33-1/3  l/U  common 
level 


Percent 

50 
50 


7 

20 

20 

100 


l/k   common 
level 


100 


20 


50 

y  loo 

50 


1/  The  legal  ratios  to  be  applied  by  the  assessor. 

2/  The  common  level  is  the  unweighted  average  ratio  of  assessed  to  true  value 
of  real  property  in  the  taxing  district  determined  by  the  Director  of  the  Divi- 
sion of  Taxation  as  of  October  1  of  the  year  preceding  the  tax  year.  The  common 
level  may  not  exceed  the  ratio  of  assessed  to  true  value  set  for  real  property 
by  the  county  board  of  taxation. 

3/  In  hands  of  producer;  otherwise  33-1/3  percent. 

y   Applies  to  real  property.  Highest  ratio  applicable  to  tangible  personal 
property  is  70  percent. 

Commerce  Clearing  House,  Inc.,  State  Tax  Quid©— All  States. 
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In  addition,  many  States  practice  partial  classification  of  property  in 
contrast  to  the  more  general  forms  described  above.   For  example,  many  States 
exempt  certain  forms  of  property  from  the  tax  roll  and  levy  some  other  tax  or 
fee  in  place  of  the  property  tax.   If  the  special  levy  does  not  represent  the 
same  proportion  of  the  property's  full  value  as  does  the  general  property  tax 
levied  on  all  other  property  within  the  taxing  jurisdiction,  then  the  particu- 
lar item  may  be  considered  as  being  classified  for  tax  purposes.  Similarly, 
the  adoption  of  partial  exemptions  will  result  in  differing  ratios  of  tax  to 
full  value. 

State  and  Local  Government  Finances 

Although  the  property  tax  (real  and  personal)  has  been  declining  in  rela- 
tive importance  as  a  source  of  both  State  and  local  revenues  during  the  past 
six  decades,  it  is  still  the  mainstay  of  government  finances  at  least  on  the 
local  level.  The  State  governments  have  almost  abandoned  taxing  property.   6/ 
In  absolute  terms  local  government  property  tax  revenues  have  increased  from 
$62li  million  in  1902  to  $15,798  million  in  I960  (£,  p.  ZL;  11,  p.  25).  This 
latter  figure  was  about  87  percent  of  local  tax  collections.  Revenue  from 
property  taxes,  personal  and  real,  is  relevant  therefore  mainly  to  the  financ- 
ing of  local  rather  than  State  government. 

The  estimated  value  of  the  tangible  personal  property  used  in  agriculture 
in  the  United  States  was  about  $39,7l|8  million  (table  3).  This  figure  repre- 
sents the  total  tax  base  upon  which  an  ad  valorem  tax  could  be  levied  in  this 
sector.  In  actual  practice  the  entire  value  is  not  potentially  taxable  due  to 
the  varying  exemptions  granted  by  the  separate  States  (above) . 

Approximately  $269  million  in  property  taxes  was  levied  on  all  farm  per- 
sonal property  in  I960  for  a  nationwide  average  of  about  2/3  of  1  percent  of 
market  value  (13,  p.  102).  This  sum  includes  estimated  taxes  on  all  tangible 
farm  personal  property  including  such  nonproductive  items  as  household  fur- 
nishings. In  addition,  about  $173  million  was  paid  for  motor  vehicle  licenses 
and  fees.  This  figure  also  includes  payments  on  vehicles  which  were  used  part- 
time  or  not  at  all  for  productive  purposes. 

To  illustrate  the  relative  magnitude  of  these  levies  it  must  be  noted  that 
in  I960  taxes  levied  on  farm  real  estate  totaled  $1,281*  million.  Total  property 
tax  collections  (both  State  and  local)  totaled  $16,1405  million.  Thus,  taxes  on 
tangible  farm  personal  property  contributed  about  2.7  percent  of  total  property 
tax  levies. 

While  these  aggregated  figures  indicate  that  farm  personal  property  taxes 
play  a  very  small  role  in  local  government  finances,  account  must  be  taken  of 
two  additional  factors.  First,  due  to  the  uneven  distribution  of  these  items 


6/  In  1902,  the  State  governments  received  about  53  percent  of  their  tax 
revenues  from  the  property  tax.  This  proportion  had  declined  to  approximately 
3  percent  by  I960.  However,  in  absolute  terms  collections  grew  from  $82  million 
to  $607  million  during  the  same  period. 
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Table  3- — Total  value  of  personal  property  used  in  agriculture,  by  States,  January  1, 

I960 


Region  and 
State 


Livestock  and 
poultry 


Capital 
equipment  1/ 


Crops  2/ 


Total 


Northeast : 

Maine 

New  Ha  mp  shire - 

Vermont 

Massachusetts- 
Rhode  Island- 
Connecticut 

New  York 

New  Jersey 

Pennsylvania- 
Delaware 

Maryland 

Lake  States: 

Michigan 

Wisconsin 

Minnesota 

Corn  Belt: 

Ohio 

Inaiana 

Illinois 

Iowa 

Missouri 

Northern  Plains: 
North  Dakota — 
South  Dakota — 

Nebraska 

Kansas 

Appalachian: 

Virginia 

West  Virginia- 
North  Carolina 

Kentucky 

Tennessee 

Southeast: 

South  Carolina 

Georgia 

Florida 

Alabama 

Delta  States: 

Mississippi 

Arkansas 

Louisiana 


1,000 
dollars 
W7S13 
22,1*97 
82,868 

US, 171 
6,603 

1*2,11*8 
h92,92h 

76,593 
hk3,91$ 

11,1*78 

93,692 


316,901* 
820,881 
677,712 


U25,8$9 
l*ol*,o58 
711, 291 
1,210,036 
6ll*,02l* 


278,238 
523,21*9 
739,757 
59l*,7l*8 


221;,  051 
81,731 
166,373 
321,1*60 
268,861; 


8l,30U 
187,165 
187,179 
196,698 


239,065 
165,1*26 
209,067 


See  footnotes  at  end  of  table. 


1,000 
dollars 
8T7921 
23,825 

51*,51*o 

56,981; 

8,191; 

1*8,1*60 

1*1*2,758 

108,102 

156,295 

26,872 

121;,  009 


509,  21*1* 
7  21* ,  816 
885,231 


597,818 
583,507 
961, 221 
1,011*,  236 
51*0,136 


519,769 
1*70,632 
656,512 
717,185 


232,728 
76,91*1* 
366,531 
283,1*58 
281*,  973 


165,051 
275,302 
11*3,023 
206,058 


259,1*22 
258,289 
177,065 
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1,000 
dollars 

£I*7Too 

7,793 
25,081 

12,593 

1,780 
15,577 

11*3,055 
25,057 

189,615 
10,155 
56,1*27 


211,711* 
362,01*9 
1*76,832 


266,501* 
31*0,682 
766,781 
831,810 
277,995 


290,365 
257,009 
1*92,070 
289,069 


86,758 

25,730 

99,9hO 

11*2,965 

102,966 


1*2,328 
69,261* 
17,1*55 
56,358 


62,195 
50,597 
28,856 


1,000 

dollars 

176,531* 

51*,  115 

162,1*89 

111*,  71*8 

16,577 

106,185 

1,078,737 

209,752 

1,089,825 

1*8,505 

271*, 128 


1,037,862 
1,907,71*6 
2,039,775 


1,290,181 
1,328,21*7 
2,1*38,293 
3,056,082 
1,1*32,155 


1,088,372 
1,250,890 
1,888,339 
1,601,002 


51*3,537 
181*,  1*05 
632,81^* 
71*7,883 
656,803 


288,683 
531,731 
31*7,657 
1*59,111* 


560,682 
1*71*,  312 
1*11*,  988 


Table  3. — Total  value  of  personal  property  used  in  agriculture,  by  States,  January  1, 

I960  -Continued 


Region  and 
State 


Livestock  and 
poultry 


Capital 
equipment  1/ 


Crops  2/ 


Total 


Southern  Plains: 

Oklahoma 

Texas 

Mountain: 

Montana 

Idaho 

Wyoming 

Colorado 

New  Mexico 

Arizona 

Utah 

Nevada 

Pacific: 

Washington 

Oregon 

California 

48  States 


1,000 
dollars 

425,21*5 
1,280,317 


36a, 675 
218,796 
216,180 
347,353 
187,396 
lu6, 493 
129,714 
84,852 


188,237 
213,337 
747,224 


1,000 

dollars 
393,618 
937,806 


276, 220 
233,060 
82,207 
293,882 
83,294 
76,352 
79,824 
19,160 


294,638 
220,102 
762,726 


1,000 
dollars 
71, 93k 
265,732 


191,831 

136,445 

44,806 

144,194 

570,865 

16, 205 

36,492 

15,612 


59,666 
65,494 
78,121 


1,000 

dollars 
~~ 8907797 
2,483,855 


832,726 
588,301 
343,193 
785,429 
841,555 
239,050 
246, 030 
119, 62U 


542,541 

498,933 

1,588,071 


15,553,361 


16,094,000 


7,886,922   3/  39,747,502 


1/  Capital  equipment  includes  trucks,  tractors,  other  farm  machinery  in  addition  to 
partial  value  of  automobiles  prorated  according  to  the  estimated  time  used  in 
production. 

2/   These  figures  exclude  the  dollar  value  of  cotton  and  various  seeds. 

3/  This  figure  also  includes  $213,219,000  of  cotton  and  various  seeds  which  could 
not  be  allocated  to  individual  States. 

Livestock  and  Poultry  Inventory,  January  1,  Number,  Value,  and  Classes,  Agr.  Mktg. 
Serv.,  Crop  Rptg.  Board,  U.  S.  Dept.  Agr.,  Feb.  196l.   30  p. 
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both  between  the  separate  States  as  well  as  within  each  State,  this  category 
of  property  is  likely  to  assume  greater  importance  in  the  financing  of  spe- 
cific local  units.  This  is  most  likely  to  occur  in  the  parts  of  States  which 
rely  heavily  upon  property  tax  revenues  in  State  and  local  government  finance. 
In  these  areas,  farm  property  could  constitute  the  major  part  of  the  tax  base. 
For  example,  general  property  tax  levies  on  cattle,  sheep,  and  swine  in 
Wisconsin  in  I960  totaled  about  $ll|.5  million  or  approximately  3  percent  of 
the  total  general  property  tax  levy  of  $i|8l.ii  million.  7/  Yet,  in  22  of  the 
State's  71  counties,  property  taxes  on  these  3  categories  of  livestock 
contributed  between  10  and  18  percent  of  the  total  general  property  tax 
levies.  8/  These  counties  were  listed  in  the  I960  Census  of  Population  as 
being  more  than  6I4.  percent  rural.  9/ 

Second,  several  recent  studies  projecting  State  and  local  governmental 
revenue  needs  into  the  coming  decades  indicate  a  continued  increase  in  expendi- 
tures by  these  units  (l,  3,  6) . 

Current  data  support  these  predictions,  as  direct  general  expenditures  by 
State  and  local  governments  have  expanded  from  $33.7  billion  (8.5  percent  of 
the  Gross  National  Product)  in  1955  to  $51.9  billion  (10  percent  of  the  GNP) 
in  I960. 

Farmers  are  faced  with  a  dilemma  when  questions  of  modifying  or  removing 
agricultural  personal  property  from  the  tax  roll  are  raised.  In  certain 
areas,  to  do  so  would  mean  substantially  reduced  taxes  and  correspondingly 
increased  incomes. 

On  the  other  hand  the  loss  of  local  governmental  revenue  could  lead  to  a 
cutback  in  the  services  provided.  Recent  evidence  suggests  that  the  farm 
population  can  ill  afford  this  course  of  action.  For  example,  about  I4.i1  per- 
cent of  local  government  expenditures  is  used  to  support  the  educational  sys- 
tem (10,  p.  17).  Department  of  Agriculture  projections  of  existing  trends  in 
agriculture  indicate  that,  in  the  coming  decade,  about  80  to  90  percent  of 
the  male  farm  youth  will  be  seeking  nonfarm  employment.  10/  The  occupational 
opportunities  that  will  be  available  to  these  farm  boys  will  be  greatly 
influenced  by  their  educational  backgrounds.  Recent  studies  suggesting  the 
existence  of  positive  relationships  between  education  and  income  lend  weight 
to  this  view  (5,  J) .  As  far  as  the  educational  opportunities  available  to 
farm  children  are  concerned,  one  authority  has  stated  that  "generally  speaking, 
the  educational  standards  of  rural  schools  have  always  lagged  behind  those 
maintained  in  urban  areas"  (8,  p.  I4J4.8). 


7/  This  figure  is  composed  of  the  total  real  estate  tax  levies  plus  the  total 
personal  property  tax  levies  in  I960  (XU) . 

8/  A  selective  State  sales  and  use  tax  was  levied  beginning  February  1,  1962. 
The  proceeds  from  this  tax  are  to  be  returned  to  the  local  governments  to  re- 
duce property  taxes. 

9/  In  general,  the  I960  Census  of  Population  defined  the  rural  population  as 
being  people  living  in  places  of  less  than  2,500  persons  and  in  the  surrounding 
countryside  (12,  p.  XII) . 

10/  Shoemaker,  Karl.  Impact  of  Economic  Changes  on  the  Farm  Community  and 
on- Opportunities  for  Farm  Youth.  Talk  presented  at  the  39th  Annual  Agricultural 
Outlook  Conference,  Washington,  November  16,  1961,  illus.,  p.l5« 
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Thus,  proposals  to  alter  existing  tax  practices  must  also  take  account  of 
how  these  changes  will  affect  local  governmental  revenues.  If  the  implementa- 
tion of  any  program  entails  future  revenue  losses  then  serious  consideration 
must  be  given  to  the  difficult  task  of  replacing  these  funds.  Additional 
revenues  would  probably  be  required,  either  from  taxes  on  real  estate,  from 
local  nonproperty  taxes,  or  from  such  sources  as  grants-in-aid  or  shared  taxes. 
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